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The year of 1998 was a decisive one for the European 
Commission in preparing the Union for the future. Wide 
ranging policy proposals were produced including, 
notably, a comprehensive reform of the Common Agri-
cultural Policy, a new framework for the next generation 
of structural policies and the basis for the enlargement 
of the Union in the early years of the next century. The 
proposa ls, known as Agenda 2000, were accompanied 
by a new financial framework for the Union, covering 
the 7-year period 2000-06. 
Agenda 2000 included the most extensive reform of the 
CAP si nce its inception, that would help to introduce a 
new spirit of competition into the conduct of market 
policy while reinforcing the European model of agricul-
ture by creating a 'second pillar' in the CAP in the form 
of a new framework for rural development and by 
enhancing its multifunctional role. In addition, it was 
the Commission 's firm belief that the new policy should 
be simpler and easier to administer while allowing the 
Member States the flexibility to take account of national 
circumstances. As a result, the new legislation proposed 
a further streamlining for both market policy and rural 
development. 
In taking the agricultural agenda forward into the early 
years of the next century, the Conunission beli eves that 
five key principles must be upheld: first, Europe needs a 
competitive agriculture sector that can increasingly face 
up to world market pressures without the need for 
excessive subsidy. Secondly, production methods must 
be sound in terms of the environment and with regard to 
animal welfare and able to supply the quality products 
demanded by consumers. Thirdly, the contribution of 
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agriculture to maintaining the landscape of rural areas 
must be recognised in the context of rural development 
policies that promote thriving communities, capable of 
generating and maintaining employment. Fourthly, pol-
icy must be simpler, and more comprehensible to Euro-
pean citizens while establishing a clear dividing line 
between decisions that have to be taken jointly and 
those which should stay in the hands of the Member 
States. Finally, there must be clearer, more transparent 
connections between public expenditure inputs and the 
output of services to society. 
The timing of the proposals was a critical factor. In pre-
senting the new policy framework in March 1998, the 
Commission was seeking to ensure that there would be 
sufficient time for the Council and the Parliament to 
reach an agreement that would permit their implemen-
tation without delay at the beginning of the year 2000. 
Subsequent events have shown that this was the correct 
approach. Events have also confirmed that in terms of 
their basic principles, the Commission's proposals rep-
resented a sound basis for the future development of 
the Union in the challenging period that lies ahead. 
The publication of the Agenda 2000 proposals and the 
subsequent negotiations in the Council and the Parlia-
ment inevitably dominated much of the Commission's 
work in 1998, along with the accession negotiations 
with Central and Eastern European Countries and 
Cyprus. 
While Agenda 2000 occupied the dominant position in 
its activities in 1998, the Commission also made 
important progress in other important policy areas dur-
ing the year. Highlights include new initiatives and 
controls to help to guarantee food safety, following on 
from the lessons learned from the BSE crisis. The 
image dimension in the marketing of certain quality 
foods has been underpinned by increasing the coverage 
oflegislation on specialist designations and geographi-
cal origins. The welfare of animals in transit should 
improve with new requirements regarding standards for 
vehicles. Further afield, the European Union has taken 
steps that should lead to the signing of free trade agree-
ments with several Latin American countries, while 
trade talks with South Africa also progressed. 
With regard to the challenges posed by the extension of 
Union membership to up to 11 new members of the 
European Union from Eastern Europe and Cyprus, 
important practical work has begun including the 
'screening' exercise in order to examine legislative 
compatibility. The intention is to help to prepare new 
members for accession with the smoothest possible 
transition. 
In sum, the Commission's work in 1998 encompassed a 
varied agenda providing the bases for important 
advances in policy and legislation that will have long 
term implications for the Union. 
T~ 
Franz Fischler 
Commissioner for Agriculture and Rural Development 
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Agenda 2000 -
Setting the scene for reform 
Since its introduction, the Common Agricultural Policy 
has regularly been adapted to take accoun t of the 
changing needs of producers and consumers, con-
straints on Community expenditure and developments 
in externa l trade. 
The requirements of the internal market continue to 
evolve, with much greater emphasis on the views of 
consumers and the need to maintain a competitive agri-
cultural sector. Markets must be kept in balance within 
strict spending limits by means of straightforward leg-
islation which can be easily managed and controlled. 
Moreover, farm ing techniques need to be in tune with 
the speci fie environmental characteristics of rural 
areas, ensuring that a wide range of habitats are sup-
ported and enhanced. Beyond the European Union's 
borders, the start of a new round of world trade negoti-
at ions and further European Union enlargement pose 
new opportuniti es as well as major challenges to the 
future structure of the CAP, requiring a radical and 
imaginative approach to change. 
The 1992 CAP reforms were a major step in adapting 
the market regimes to the requirements of international 
trade, by reducing guaranteed prices, introducing the 
concept of decoupled support payments and taking a 
new approach to environmental policy. Further steps 
are now needed to conso lidate and develop these 
changes. 
Achieving the goals 
When it presented its proposals in March 1998, the 
Commission outlined what it saw as a European model 
of agriculture. The main lines of this model are: 
• a competitive agricu ltural sector able to participate on 
world markets without being oversubsidised; 
• a continued commitment to ensuring a fai r standard 
of li ving to the agricu ltu ra l community, notably 
through stabilising farm incomes: 
• production methods in tune with consumer demands, 
and in harmony with the environment; 
• diverse methods of production, rich in tradition, 
which are not just output-orientated, but seek to main-
tain the visual ameni ty of our countryside, as well as 
vibrant and ac tive rural communities that generate 
and maintain employment; 
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• a simpler, more understandable agricultural and rural 
development policy, that establishes clear dividing 
lines between the decisions that have to be taken 
jointly and those that are best left in the hands of the 
Member States; 
• an agricultural and rural development policy which 
makes clear that the expenditure it involves is justified 
by the services which society at large expects farmers 
to provide. 
For centuries Europe 's agriculture has performed many 
functions in the economy and the environment and has 
played many roles in society and in caring for the land. 
That is why it is vital, as the Luxembourg European 
Council concluded in December 1997, that this multi-
functional agriculture must develop throughout 
Europe, including in those regions that face particular 
difficulties. 
In the proposals put fo rward in March, the Commission 
proposed to achieve these aims through the following 
means: 
• Price cuts 
Provided for in the cereals, beef and dairy sectors, 
these would help bring Community prices closer to 
those on the world market and thus strengthen the 
competitive position of Community products on the 
internal market and increase prospects for non-sub-
sidised exports to third country markets. 
• Rationalisation of intervention 
On the cerea ls and beef sectors, there is a greater 
focus on intervention as a safety net. The complex 
intervention mechanisms in the wine sector are sim-
plified, with "crisis" distillation available on a volun-
tary basis in times of need. 
• Increases in direct aid payments to farmers 
Cuts in intervention prices are partially offset by 
increases in direct payments to farmers in the arable 
crops and beef sectors and by new direct payments in 
the dairy sector. 
• A wide range of instrument to promote 
environmentally-friendly fa rming 
The main platform for the promotion of environmen-
ta lly - friend ly farming is the agri-environmental pro-
grammes that are to form a compulsory part of the 
Member States' rural development plans. In addition, 
all farmers receiving direct payments under the Com-
mon Market Organisations (CMO) must agree to 
respect environmental rules decided nationally. Fail-
ure to stick to the rules could result in the suspension 
or the loss of the direct aid, funds which would then 
be channelled as additional Community support to 
certain rural development measures. Furthermore, the 
various CMOs provide for more targeted environ-
mental measures, such as the encouragement of 
extensive beef production through greater financ ial 
incentives to farmers moving in this direction, and the 
strengthening of the environmental elements of vol-
untary set-aside in the arable crops regime. 
• Ru ral development policy -
the second pillar of the CAP 
The trend towards greater consolidation in the farm 
sector makes it clear that agriculture alone wi ll not 
sustain all rural areas. Rural development policy, as 
the second pillar of the CAP, thus aims to promote an 
integrated approach and provide a balanced response 
to the different needs of Europe's rural areas, provid-
ing both for measures that will continue the process 
of structural adjustment of the farm sector and pro-
mote economic diversification of rural areas, both on-
farm and off-farm. 
• Decentralising management 
In line with the desire to devolve more management 
responsibility to the Member States, the Commission 
outlined proposals for "national envelopes". Under 
this system, for certain market organisations, Member 
States would be allocated national budgets from the 
EAGGF-Guarantee in proportions relative to their 
share in production, for instance, of beef. These funds 
could then go to fund measures that best address 
national or regional needs. This initiative, of course, 
must be made in strict conformity with the principles 
of the Single Market and European Union competition 
policy. Other examples of decentralisation are to be 
found in the area of rural development programming. 
Dialogue with the European Parliament 
Constant consultation between the Commission and the European 
Parliament is a fundamental part of the Commission's duties and 
this relationship continued to develop during 1998. The clearest 
example is perhaps the setting up of the Parliament's temporary 
committee of enquiry into BSE and the new impetus this gave lo 
ifs interaction with the Commission. Through this commillee, the 
Parliament put forward a range of recommendations, a number 
of which have already been implemented by the Commission, 
such as a new approach lo risk analysis and inspection. 
During the year several countries progressed towards ratification 
of the Amsterdam Treaty, which specifically provides the 
European Parliament with a greater role in European Union 
policy making. Increased co-operation between the Commission 
and the Parliament will be brought about by the greater number 
of issues dealt with under the co-decision procedure. 
Throughout the year the European Parliament gave in-depth 
consideration lo a wide range of proposed regulations, 
particularly in the area of CAP reform and the new structural 
instrument for pre-accession ( ISPA). European Commissioner, 
Franz Fischler spoke on several occasions to the EP Agriculture 
Committee on Agenda 2000 and the progress of negotiations in 
the Council of Ministers. 
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two years. European Union consumption remained 
strong, but the growth of 4.2% was insufficient to 
keep pace with production. 
The Russian financial cris is and the loss of th is 
important export market represented a further blow 
to the pigmeat secto r, as thi s market alone has 
accounted for up to 36% of European Union pigmeat 
exports. 
Pigmeat prices were thus severely hit by the combi-
nation of internal supply and world market trading 
conditions, ending the year around 40% lower than 
the equivalent periods in 1996 and 1997. Thi s was 
despite market support measures being taken during 
the second half of the yea r, which included increas-
ing the rate of export refu nds. The issue of how best 
to control production in the sector was discussed with 
the Member States in the autumn. The consensus 
view was that the exi sti ng mechanisms were suffi-
cient when effectively used . 
t 1998 Price Package 
Major changes to legislation were not requ ired, 
since the ma in dec isions on prices and production 
were establ ished as part of the 1992 reforms and pro-
visions for the future competitiveness of the Euro-
pean Union agricultural sector would be dealt with 
under Agenda 2000. Key elements of the 1997 / 1998 
price package therefore remai ned the same, although 
there we re so me exceptions. These included an 
increase in the le ve l of set-aside to I 0% for 
1999/2000, a cut in the area aid for hemp by 7.5% 
and the decis ion to prolong the ban on new planting 
in the wine sector until 2000. 
However, for the olive oi l, tobacco and banana sec-
tors, 1998 was an important year, as reforms were 
decided in these three common market organisations. 
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Key reforms decided in 1998 
Olive Oil 
World market production in olive oil can vary sharply from year 
to year, but it is the European Union which dominates this 
market, accounting for around 78% of production. European 
Union consumption is relatively stable at around 75% of world 
production and the remaining quantities which are exported with 
subsidies have so far been well within GAIT limits. 
The olive oil regime was nonetheless in need of updating and in 
July and October 1998 the Council and Commission adopted a 
series of new regulations to take the sector up to 2001 , when 
longer-term arrangements will be adopted. 
The new provisions particularly concern the rules for production 
aid, which is now limited to plantations in existence on or before 
l May 1998. A single aid system based on olive oil production 
replaced the previous two-tier system and aid may now be 
granted to olives for consumption. In addition, from November 
1998, the previous intervention arrangements have been 
replaced by a private storage system. 
Tobacco 
Tobacco production had stabilised by 1997, following the 
introduction of production quotas under the 1992 reforms, 
together with measures to scrap intervention and export refunds. 
The Commission's proposals go further in placing greater 
emphasis on product quality, encouraging producers to switch to 
other activities, through a quota buy-back scheme, and in 
promoting research into better varieties. 
Bananas 
European Union banana supplies are drawn from three main 
oreas, regions within the European Union (20.44%), traditional 
African, Caribbean and Pacific (ACP) regions ( 17.47%) and 
Central and South American countries (62. l 0%). Market data 
collected over the last five yeors shows how opening up the 
Community banana market has tended to bring about greater 
price convergence between suppliers and a better coverage of 
supplying areas. 
A new banana regime was agreed by the Council in July 1998, 
following the conclusions of a WTO panel, and this entered into 
force on l January 1999. The main change is that the previous 
A, B and C categories of operator, which covered the use of tariff 
quotas between third countries and non-traditional ACP 
countries, have been removed. 
Nederland: 7 .5% 
United Kingdom: 8.7% 
Ireland: 2.0% 
Belgique/ Belgie: 3% 
France: 21.6% 
Portugal: 2.0% 
Individual Member States' shares in final 
agricultural production ( 1997) 
,g,, 
o' 
Espana: 12,3% 
Denmark: 3.2% 
Source: Eurostot, EAA (Economic Accounts for Agriculture). 
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Italia: 16.1 % 
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Sverige: 1.5% 
Suomi/Finland: 1.1 % 
Deutschland: 15.1 % 
Luxembourg: 0.1 % 
dsterreich: l.6 % 
Ellada: 4.1 % 
1998 Rev iew > 13 
1998 Rev iew > 15 
Setting the CAP 
on a green foundation 
Rural areas in Europe are a witness to how our land-
scapes and environment have been shaped by agricul-
ture over the centuries. The development of cropping 
and livestock rearing have produced a wide va riety of 
habitats and ecosystems, where the needs of the fa rming 
communi ty interlock with the requirements of flora and 
fauna. A rich diversity has thus emerged, providing a 
vital asset for farmers and the wider communi ty alike. 
However, it also has to be recogni sed that some modern 
farming techniques have harmed this balance and that 
the poli cies of the CA P have contributed to this by 
encouraging increasing production at the expense of 
the environment. Today, debate foc uses on how to 
maintain and restore the right balance, where farming 
is not so intensive that the environment is damaged but 
is sufficiently profitable to ensure that rural areas are 
not abandoned. 
The aim is captured by the term "sustainable agricul-
ture", meaning that natural resources must be managed 
in a way which ensures that the benefits are also avail-
able to future generations. Since 1992, agri-environ-
ment measure have been the main focus of the Com-
munity 's environmental approach to ag riculture, where 
speci fic environmental assets are preserved and 
enhanced in return for direct payments. The Commis-
sion 's priorities for environmental improvements focus 
on the areas of water quality, land use and soil quality. 
biodiversity and landscapes. When programmes are 
drawn up, parti cular considerat ion must be given to 
how these aspects can be developed. 
Agri-Environment measures in 1998 
Since their introduction in 1992. over 150 agri -environ-
ment programmes or groups of programmes have been 
approved by the Commission, each committing partici-
pating farmers to adopt, for a minimum of five years, 
farming practi ces whi ch preserve and enhance the 
environment. 
The year was of particular interest to the Commission 
in that a number of the programmes introduced in 
1993/1994 completed their first five-year period and 
could be properly assessed . Over 150 monitoring and 
eva luati on reports were collected from the Member 
States, highlighting a wide range of positive environ-
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mental factors, including reductions in soi l erosion , 
reductions in the use of nitrogen fer tilisers, projects 
aimed at conserving biodiversity and maintaining natu-
ral landscapes. 
The Commission was encouraged by reports of positive 
change in attitudes towards the environment by farm-
ers and the wider communi ty. There is a growi ng 
awareness of the essential role of certain fa nning activ-
ities in maintaining traditional landscapes and conserv-
ing biodiversity and a greater acceptance that farmers 
are the natural "stewards" of the countryside. 
In 1998, developments were also seen in the work to 
establi sh reliable agri-environmental indicators, so that 
physical and monetary data can be transformed into 
multi -faceted information which furthers our under-
standing of compl ex issues and supports future deci-
sions. The development of this approach wi ll remain a 
Commission priority over the coming months and years. 
Bringing a green dimension 
to the market organisations 
Alongside the introduction of the agri-environment 
measures, new provisions were included in the 
previous round of re forms of the market organisations 
to encourage farmers to adopt more environmentally 
sustainable production systems. 
Less-intens ive beef producers can receive additional 
aid payments under the beef extensification scheme. In 
the arable sector, non-rotat ional set-as ide has been par-
ti cularly suited to providing land over long periods for 
environmental schemes. In the fruit and vegetable mar-
ket regime, producers are required to adopt environ-
mentally-friendly production techniques. 
Under Agenda 2000, the pursuit of environmental 
objectives is more systematic, by linking all di rect aid 
payments to respect fo r environmental criteria. The 
enfo rcement of such cross-comp li ance reflects the 
Commission 's commitment to promoting less intensive 
fa rming systems. The specific conditions would be set 
by Member State , so that varying national circum-
stances can be taken into account. 
European Union Forestry Strategy 
Forests play an essential protective role, preserving the 
natural environment through climatic stability, water 
and soi l protection and improving air quality. They also 
play an important socio-economic role and a number of 
initiatives have been implemented since 1992, based on 
legislation designed to promote rural diversification 
and job opportunities. This has led to some 500 OOO 
hectares of forest being established on previously culti-
vated land. Their success over the 1993-1997 period 
was the subject of a Commission report to the Council 
in 1998 and forestry policy is now an integral part of 
Agenda 2000. 
A further important step was the adoption by the Com-
mission in November 1998 of proposals for an Euro-
pean Union forestry strategy, which examined how best 
forestry can contribute to rural development and to 
environmental protection, particularly with regard to 
biodiversity and climate change. It came in response to 
a European Parliament resolution, but should also be 
seen in the context of international developments, such 
as the 1992 Rio de Janeiro United Nations conference 
and European Union ministerial conferences on the 
protection of forests. 
Non-Food Uses 
and Renewable Energy 
The non-food use of agricultural raw materials has 
always been significant and important progress has 
been made since the 1992 CAP reforms which can now 
be more fully assessed. There has been a general 
upward trend in production, with around 2 million 
hectares devoted to non-food markets. The main outlets 
are for textiles, starches and biofuels (produced from 
colza, for instance), each of which has very different 
market characteristics. 
While non-food set-aside has boosted the production of 
non-food crops, it is their competitiveness against other 
raw materials which will ultimately be the more critical 
factor. In this context, the steps outlined in Agenda 
2000 for bringing European Union markets closer to 
world market levels wi ll be of benefit. This is of great 
relevance to the starch sector, where market opportuni-
ties are on the increase. 
Nitrates Directive 
Adopted in 1991 , the Nitrates Directive is a key component of 
European Union legislation on water quality. It represents an 
important step towards the integration of environmental and 
agricultural policy and establishes both the "polluter pays" and 
"prevention at source" principles. 
The directive sets out a guide level volue for nitrate 
concentrations in groundwater and a maximum admissible 
concentration in order to safeguard drinking water quality and 
prevent eutrophication. More indirectly, compliance with the 
directive could also contribute to solving certain structural 
problems, such as excessive concentrations of pig and poultry 
units in some areas. 
Habitats Directive & Natura 2000 
This directive, adopted in 1992, is the key piece of legislation 
relating to biodiversity and landscapes. 
Under it, a European Union-wide ecological network has been set 
up, called Natura 2000, which brings together habitats that have 
been identified as being of Community importance. Each site has 
the common objective of preserving biodiversity, but also takes 
account of the variations in scientific, economic, social, cultural 
and regional requirements. The overall impact is thus to create 
sites where nature and economic activities can coexist, making 
them an economic asset to local communities rather than nature 
sanctuaries where all human activities are excluded. 
Textiles: 650 OOO ha 
Sugar for non-food purposes: 50 OOO ha 
Cereal and potato 
starches: 650 OOO ha 
Non-food set-aside: 
400 OOO ha 
Linseed for oil: 
200 OOO ha 
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Food safety -
Putting consumers 
Background 
1998 was a year of solid progress in the field of food 
safety, characterised by reinforced control measures in 
the farming and food sectors to ensure that legislation 
was correctly implemented at all stages in the supply 
chain. The nature of the public debate became more 
measured, as attention focused more on how food safety 
is being guaranteed and how lessons can be learnt for 
the future. The December food safety conference held 
at the European Parliament in Brussels illustrated this 
approach and how Community institutions are working 
together in this area. 
Discussions on other aspects of food safety were also 
high on the agenda, such as the use of pesticides, com-
bating salmone lla and controlling the use of antibiotics 
and hormones. The Commission 's approach combined 
in-depth consideration of the relevant scientific issues, 
in order to draw up and oversee the implementation of 
sound regulations, with an emphasis on communicating 
to the public how food safety is being ensured. 
first 
Action in 1998 
BSE 
The Community institutions continued to work hard in 
1998 to combat BSE and other Transmissible Spongi-
form Encephalopathies (TSEs) . In response to the work 
programme set by the European Parliament's temporary 
committee on BSE, the Commission presented biannual 
reports in May and December 1998 showing how con-
trol measures were being implemented. More specifi-
cally, this was an opportunity to set out the new 
approaches in the fie lds of scientific advice, risk analy-
sis and inspection. 
TSE legislation 
New steps were taken to harmonise the epidemiological 
surveillance of TSEs as part of ongoing work to rein-
force the protection of human and animal health. Also 
part of the action plan for the Commission was its pro-
posal of November, on the removal of "specified risk 
material" from the food and the feed chain. This legisla-
tion is designed to ensure that uniform rules app ly 
Agricultural research programme - FAIR Programme ( 1994-1998) -
Projects selected and budget breakdown by field of research ( 1997) 
FAIR, Field of research, Agriculture, 
forestry and rural development 
Reformed CAP 
Quality policy 
Diversification 
Crop protection 
Animal health 
Animal welfare 
Multifunctional forest management 
Rural development 
Total 
Number 
of projects 
8 
2 
l 
2 
0 
2 
0 
16 
Total budget 
(Euro) 
l 928 200 
690 OOO 
400 OOO 
181 OOO 
470 OOO 
0 
506 OOO 
0 
417S200 
Source: European Commission, Directorate-General For Agriculture (VI) 
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EU contribution 
(Euro) 
l 928 200 
690 OOO 
400 OOO 
181 OOO 
470 OOO 
0 
506 OOO 
0 
417S 200 
across the European Union on which parts of bovines, 
sheep and goats must be removed at slaughter and 
destroyed. In the absence of a favourable opinion of the 
Standing Veterinary Committee, the entry into force of 
such rules was postponed to 31 " December 1999. 
In November the Commission adopted and presented its 
proposal for the creation of the first legal base covering 
the prevention and control of all animal TSEs to the 
European Parliament and Council. This proposal 
encompasses a large range of measures addressing all 
human and animal health aspects of food and feed pro-
duction relating to risks of exposure to all TSEs. These 
measures are based both on international recommenda-
tions and Community scientific opinions. 
Measures relating to the UK and Portugal 
Important progress was made during the year towards 
reintegrating the British beef industry into European 
Union trade. Since March 1996, the United Kingdom 
has implemented a series of new measures to control 
BSE and protect human and animal health. Following 
inspections by European Union authorities and a posi-
tive opinion from the Scientific Steering Committee two 
schemes were approved to allow beef exports to 
resume: 
• Exports from Northern Ireland of de-boned meat 
and related products from herds which have been 
clear of BSE for at least eight years. Exports were 
allowed to start from I June 1998. 
• A Date-Based Export Scheme, applying to de-boned 
meat from animals born after I August 1996 (the date 
on which it is considered that the meat and bone meal 
ban in the UK was fully effective). Eligible animals 
can be from any part of the UK and must be over six 
months and under thirty months of age. The scheme 
also includes rules on the slaughter and destruction of 
offspring from BSE infected animals, on animal 
identification and on the traceability of animals and 
meat. A date for the resumption of trade under this 
scheme had not been set by the end of the year. 
Regrettably, the situation in Portugal deteriorated dur-
ing 1998. An increase in the incidence of BSE led the 
Commission to take urgent measures to protect human 
and animal health inside and outside of Portugal. The 
measures include a complete embargo on live exports 
of cattle and certain bovine products, a nine month 
embargo on exports of meat and meat products and a 
programme for the enforcement of all Community and 
national rules on BSE control. 
Pesticides 
Further progress was made during 1998 in developing 
guidelines to provide a sound scientific basis for setting 
Maximum Residue Limits (MRLs) in the future . 
In collaboration with Directorate-General responsible 
for consumer affairs, the results of the first Annual Co-
ordinated Community Monitoring Exercise for pesti-
cide residues in foods ( 1996) were collated and a report 
published in November. The results were encouraging, 
with 60% of the 41 OOO samples analysed being found 
to be free of pesticides residues. Residue levels in the 
remainder were generally low and only 3% were found 
to exceed the MRL. Thus the conclusion was that, 
while there was no reason for consumer concern, there 
is need for ongoing and greater monitoring. 
Antibiotics 
Throughout the year, the Commission gave priority to 
collecting data on the use of antibiotics in animal feed 
and monitoring their use. In October, Agriculture min-
isters stressed that all decisions must be scientifically 
based and the question of bacterial resistance exam-
ined. In December they decided that four substances 
should be banned. 
Salmonella 
Among several other important decisions on guarantee-
ing food safety, the Council approved in March the 
methods to be used for microbiological tests relating to 
salmonella. 
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IDEA (Electronic identification of 
animals) 
In March, the Directorate-General for Agriculture, with the 
technical participation of the Joint Research Centre, launched a 
large-scale pilot project (IDEA) to evaluate techniques for 
electronic identification in a real livestock scenario. Techniques 
are assessed for their reliability and whether they provide cost-
efficient systems for the rapid and safe recording of data. 
Devices must be able to be safely attached to or ingested by 
animals, perform effectively in transmitting data and reliably 
and safely recovered at slaughter. 
This project, to run between 1998 and 2001 , will help identify 
how the electronic identification of animals could contribute to 
much greater efficiency in tracing the movements of animals in 
the European Union and in carrying out sanitary and veterinary 
checks. All such information can be used lo provide valuable 
guarantees for consumers. It would also enable further checks to 
be made on the correctness of payments to farmers and increase 
the data available for managing the meat market. The 
development of centralised databases are also more feasible 
with electronic identification techniques. 
Consumers 
Food quality was a constant theme of Commission work during 
1998 and was closely linked to new initiatives to recognise the 
paramount importance of consumer confidence in the food 
industry. In addition to the role played by consumer 
representatives on the advisory committees, the Commission has 
placed new emphasis on addressing agricultural and food policy 
issues from the consumers' point of view. 
In December 1998, European Commissioners Franz Fischler and 
Emma Bonino participated in a joint European Parliament and 
European Commission conference on food security. Following the 
1997 International Conference on Animal Meal, where the causes 
of BSE and their implications for consumers were the main focus, 
this 1998 conference looked al consumer health policy and the 
lessons to be learned from the BSE crisis. 
In October, the "European food safety campaign" was launched, 
after close co-operation with consumer associations on planning 
and implementation. Under the slogan "Food safety is a shared 
responsibility; the responsible consumer is informed and active", 
this campaign came in response to a specific demand from 
consumers for more information. 
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New developments 
in animal welfare legislation 
Community provisions on animal welfare have been 
in force since 1974 and developments in policy since 
then reveal the ever-increasing emphasis placed on 
welfare issues by the public and the agricultural 
industry. Today, there is clear recognition that legisla-
tion in this area should keep pace with advances in 
scientific knowledge, in order to maintain the highest 
possible health and welfare standards for farm ani-
mals throughout their lives. 
The Commission's rationale for legislating in this area 
remains two-fold: firstly, that action should be taken 
at European level to prevent all forms of cruelty to 
animals and, secondly, that variations in national leg-
islation can lead to distortions in the functioning of 
the single market. 
In practical terms, European Union legislation in this 
area falls into three broad categories: 
• farming practices; 
• slaughter; 
• transport. 
Farming practices 
In the area of farming practices, a significant step was 
taken by the Council in adopting a directive enacting 
the provisions of the European convention on the pro-
tection of farm animals. The essence of this directive 
is to specify uniform rules for the treatment and hous-
ing of animals, as well as the way in which they are 
cared for. 
Important new proposals were published by the Com-
mission on the welfare of laying hens, with a view to 
improving the conditions of hens in battery cage sys-
tems. These proposals respond to the scientific informa-
tion available, particularly in terms of providing a more 
natural environment for hens. 
Slaughter 
As part of its work in 1998, the Scientific Committee on 
Animal Health and Animal Welfare adopted an opinion 
on the animal welfare implications of the use of certain 
mixtures of carbon dioxide to stun animals for slaughter. 
Community legislation on the protection of animals at 
the time of slaughter requires the Commission to pro-
duce a report on these issues, on the basis of an opinion 
from the scientific veterinary committee. This work is 
under way and will be forwarded to the Council in the 
course of 1999, together with appropriate proposals. 
Transport 
In 1998, particularly important developments were seen 
in the rules governing animal transport. Following the 
Council agreement in 1997 on rules governing journey 
times for cattle, pigs and hens, further details were 
required on the specific rules relating to vehicle specifi-
cations. This regulation, setting out the specifications 
for vehicles transporting animals on journeys over eight 
hours was adopted by the Council in February 1998. 
Progress was also made on the question of pig transport, 
with revisions to the 1991 directive being adopted. 
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Financing the CAP 
and rural development in 1998 
The budget 
European Union ag ricultural expenditure is fin anced by 
a single fund, the European Agricultural Guidance and 
Guarantee Fund (EAGGF). The amount is set at Euro-
pean level, within a limit known as the 'guideline' , 
wh ich keeps the growth in expenditure at or below 74% 
of the grow th in Co mmuni ty GDP. In 1998, thi s 
amounted to Euro 38 748 million. This means that 
approximately half of the total European Union budget 
goes towards financing the CAP. 
What the budget funds 
The EAG GF is split between the Guarantee Section and 
the Guidance Secti on, representing around 88% and 
12% of the total respecti vely. Expenditure covered by 
the Guarantee section is divided between the fo llowing 
four categories: 
• Market intervention 
• Export refunds 
• Direct aids to fa rmers 
• Co-financing of agri-environment measures, affores-
tation and early retirement schemes 
The Guidance section, on the other hand, is one of the 
Community 's Structural Funds and, in the 1994-1 999 
period, provides co-financing fo r rura l development 
and structura l adjustment programmes. These include, 
fo r example, investment aids, sett ing-up grants fo r 
yo ung farm ers, compensa tory payments in Less 
Favoured Areas and fi nance for tra ining programmes. 
It is also important to note that the CA P generates rev-
enue, through taxes on trade in third country agricul-
tu ra l products, and levies on sugar producti on. 
From green ECUs to the € 
In December, the Co uncil adopted a regul ation in 
readiness fo r the introduction of the Euro, on January I 
1999. The Euro will benefi t European Union agricul-
tu re and other sectors of the economy through greater 
competitiveness, price stabi lity and simpler rules. 
The changeover to the Euro spelled the end of the agri-
monetary regime fo r the countries in the Euro-zone. 
Introduced originally to smooth out market fluc tuations 
Allocation of resources under the Guarantee section, 1998 
38 7 48 Mio Euro 
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l. Arable crops: 17 945 
2. Beef: 5 161 
3. Dairy products: 2 597 
4. Olive oil: 2 267 
5. Accompanying measures: 1 847 
6. Sugar: 1 777 
7. Fruit and vegetables: 1 510 
8. Sheep and goat meat: 1 535 
9. Tobacco: 870 
10. Wine: 700 
11 . Other products and measures: 2 539 
Source: European Commission, 
Directorate-General for Agriculture (VI) 
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for agricultural products across the Community, the 
system played an important role in guaranteeing stabil-
ity for Europe's fa rmers, but was also cumbersome to 
administer. Now the scene has changed, with fixed 
exchange rates for countries in the Euro zone and 
greater dependence in all Member States on direct 
income aids for farmers rather than price support. 
Withjn the Euro zone, a separate currency conversion 
mechanism for agriculture is no longer needed. For 
European Union countries·outside the Euro zone, prac-
tical conversion rules must be maintained, but these 
have been simplified, with emphasis now placed, not on 
the "green" currencies of the agrimonetary regime, but 
on market conversion rates. 
Evolution of receipts in millions of Euro 
1992 1993 1994 1995 
Maintaining financial control 
European taxpayers have a right to expect that all pub-
lic money is spent efficiently. To ensure that this hap-
pens, the Commission checks that sufficient systems 
and procedures are in place at national level, that the 
accounts presented by the Member States are correct 
and complete and that expenditure complies with spe-
cific rules and regulations. Sophisticated technology is 
used to back up the regulations, such as aerial and 
satellite photography of fields and computer databases 
to cross-check claims for payments. 
In 1998, the Commission used these control procedures 
to recover Euro 308 million of CAP expenditure paid 
out by the Member States for 1994. The European 
Court of Auditors in its 1997 Annua l Report has 
reported on the advances made by the Commission and 
Member States in improving financial control. 
1996 1997 
D Agricultural levies 
Sugar levies, of which 
D -Production2 
• - Storage costs 
• -Others 
19981 
Source: European Commission, Directorate-General for Agriculture (VI) 
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2 Including the additional elimination levy. 
Trade - A key element in European 
Union international relations 
WTO: Preparing 
for the Millennium Round 
1999 is set to see the launch of the next round of world 
trade negotiations, but preparations were already under-
way in 1998 for this important step. 
European farmers can expect more restrictions on the 
use of export subsidies, greater access to European 
Un ion markets for third country products, and contin-
ued emphasis on "decoupling" farm support from pro-
duction decisions. 
For European Union exports, more open markets mean 
opportunity for high-added va lue European produce. 
With the restrictions on subsidised exports, the Euro-
pean Un ion continued to reduce European Union insti-
tutional prices to further align them with those on the 
world market, thus providing further opportunities to 
expand market share. Proposals to develop a farm 
export promotion initiative at Communi ty level aim to 
support these efforts. 
As the Commun ity prepares for the Mi ll ennium Round 
of trade talks, the Commission has made clear that it is 
committed to preserving the European model of agri-
culture. This model can be characterised by its mul ti-
functiona lity, that is to say, that in addition to the pri-
mary economic role of prov iding food for markets, 
farmers are also engaged in the wider regeneration of 
rura l economies and landscapes, where high quality 
food is produced by thriving rural communities in a 
diverse and sustainable environment. 
OECD debate: Paris, March 1998 
In March 1998, for the first time in six years, agriculture 
ministers from OECD countries met in Paris to discuss 
the future direction of farm poli cy. Their discussions 
focused on the cha llenge of further trade libera lisation. 
Their conclusions provided a clear endorsement of the 
European Commission's approach to agricultural 
reform. They agreed on the rationale for opening up 
agricu ltura l ma rkets to greater competitive pressures, 
but also that this must be done in a way which takes fu ll 
account of the socia l, environmental and consumer 
dimensions to food production. 
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Progress on bilateral and regional 
trade agreements 
The European Union made progress towards reaching 
an agreement with the USA on veterinary equivalence. 
In March, the Counci l of Ministers adopted a Decision 
granting the Commission a mandate to continue these 
negotiations. 
In December, an agreement was reached with Canada 
on trade in live an imals and animal products. 
The Council approved Commission mandates for nego-
tiations towards establishing a Free Trade Area between 
the European Union and Mexico and detai led discus-
sions on agriculture are set to start in early 1999. Trade 
agreements between the European Union and Mercosur 
(Argentina, Brazil , Uruguay, and Paraguay) and with 
Chi le moved forward when the Counci l authorised the 
Commission to begin negotiations on association agree-
ments. The Commission also adopted impact studies on 
both these issues which were discussed at the Septem-
ber Farm Council. 
Negotiations with South Africa on a free trade agree-
ment took place throughout the year. While good 
progress had been made by December, further work was 
needed on a separate agreement covering wines and 
spirits. 
Food aid for Russia 
In the woke of the financial crisis in Russia and faced with 
impending food shortages, the European Union responded to 
requests from the Russian government to provide food aid. 
The European Union measures provided for food valued at Euro 
470 million sourced from European Union intervention stores 
and the pigmeot market to be transported to Russia and 
distributed to specific regions. The food would be sold at local 
prices, with the proceeds used to fund assistance for those most 
in need. There was also on emphasis on supplying row materials 
in preference to processed products, so that any processing 
required would benefit the Russian economy. 
Strict controls were agreed with the Russian authorities lo 
safeguard against fraud and/ or re-export. These included the 
shipment of the food in small lots so that deliveries could be 
suspended if controls were not being respected. 
The EU share of total world exports (1996) 
Milk powder (skimmed and whole): 35.7 % 
Sugar: 13.3 % Beef and veal: 20.5 % 
Eggs: 30.3 % 
Po•lt,ym,otl6.4 % ~ Wine: 50.1 % 
Cereals (except rice( 10.1 % 
Butter: 26.4 % 
Pigmeat: 27.3 % 
Cheese: 54.9 % 
Source: FAQ {world production and world trade); Eurostat and European Commission, Directorate-General For Agriculture {VI) 
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Conclusions and outlook 
The Commission's work in 1998 has been a combination of steps taken to ensure the ongoing 
efficiency of the markets and rural development programmes, and others that seek to establish 
new policy frameworks for the future development of the Common Agricultural Policy itself. 
The Commission's Agenda 2000 sets out a vision for the future development of the European 
agricultural model and confronts the key challenges arising both inside and outside the Commu-
nity's borders. The Commission has identified a prior need to ensure that the EU's agricultural 
sector produces food which is of the highest quality, that is competitive on domestic and world 
markets, and that represents value for money for consumers. This must take place within a 
framework that guarantees a secure and positive future for farmers and for the wider rural com-
munity and that protects and enhances the rural landscape and environment. It must be a policy 
that can be progressively extended to new Member States from Central and Eastern Europe in 
the coming years. 
The Commission addressed these priorities under Agenda 2000 by tabling, in March 1998, con-
crete legislative proposals embodying far-reaching reforms in the market organisations and in 
rural development policy, that at the same time ensure that environmental concerns are fully 
integrated into agricultural policy mechanisms. 
While Agenda 2000 has been a fundamental part of the Commission's work in 1998, there have 
also been other important policy and legislative developments. Certain features arising in a 
number of agricultural markets, for example, the pigmeat market, had been a particular cause 
for concern, leading the Commission to intervene in some cases with additional support mea-
sures. Overall, however, farm incomes in 1998 demonstrated more resilience in the face of the 
market pressures compared to previous years. 
In the field of rural development, vital monitoring work has been successfully carried out on 
environmental and rural programmes that has resulted in modifications to the actions supported, 
helping to improve targeting in accordance with the strategic objectives. 
Meanwhile, new controls have been introduced in the area of food safety, providing important 
additional protection for consumers. Alongside this, the progress made in promoting food qual-
ity reflects the Commission's commitment to enhancing the image of European products and 
helping specialist producers to receive the recognition they deserve in the marketplace. 
ln all , the Commission's actions during 1998 reflect the complex reality that is European agri-
culture and its unique features that must be maintained and improved. This is not only a com-
mercial matter; the needs and expectations of consumers, producers and rural communities must 
all be kept in balance. 
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Luxembourg: Office for Official Publications of the European Communities 
1999-32 p. -21.0 x 29.7 cm 
ISBN 92-828-7178-9 
The Directorate-General for Agriculture produces a 
series of publications on the CAP. 
Newsletters: A monthly look at background informa-
tion and recent developments in European agriculture 
and rural development; 
Fact Sheets: The key facts and figures on the main 
areas of the CAP; 
Brochures and leaflets: An introduction to the CAP 
and rural development; 
Reports and Studies: In-depth overviews and analyses 
of market and rural development issues. 
These publications are available from: 
DGVI Library and Documentation Centre 
130 rue de la Loi, B-1049 Brussels 
Tel: + 32 2 295 32 40 
Fax: +32 2 295 75 40 
Opening hours: Monday - Friday, 10h00 - 15h00 
The publications are also available electronically on 
the DG VI website : 
http://www.europa.eu.int/comm/dg06 
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